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HIGHLIGHTS 


PRODUCTION (Net after royalties) : 


Oil and Gas Liquids Production— Annual. . . . Barrels 
— Daily Average . Barrels 

Gas Production — Annual Billion Cubic Feet 
— Daily Average . Million Cubic Feet 

Sulphur Production — Annual Long Tons 
— Daily Average . Long-Tons 


EARNINGS: 


Gross operating income less royalties paid: 
Oil and gas liquids sales 
Natural gas sales - 
Royalty income 


Sulphur sales . 


Cash flow from operations 

Per share . 

Net earnings before extraordinary item 
Per share . 

Net earnings . 


Per share . 


CAPITAL INVESTMENT: 
Exploration 


Development . 


1971-72 


569,483 
1,560 
9.670 

26 
20,616 
56 


$1,578,000 
$1,710,000 
$ 188,000 
$ 20,000 


$3,496,000 


$2,108,000 
26¢ 

$ 424,000 
S¢ 

$ 586,000 
7¢ 


$1,015,000 
$ 247,000 


1970-71 


480,268 
1,316 
6.804 

19 
5,466 
15 


$1,239,000 
$1,068,000 
$ 158,000 


$ 12,000 


$2,477,000 


$1,101,000 


14¢ 

$ 203,000 
2¢ 

$ 421,000 
S¢ 


$1,015,000 
$1,529,000 


TO THE SHAREHOLDERS 


Highlights of the past year include: 


e Record gross income and cash flow. (See 
below, and pages 12 and 13). 


e Record production of both oil and gas 
(See below, and page 5). 


e The acquisition of a 10% interest in five 
blocks, comprising about 285,000 acres, 
in the United Kingdom sector of the North 
Sea (See below, and page 8). 


@ Three successful exploratory gas wells, in 
which the Company has a 50% interest, 
drilled in the Provost area. (See page 6). 


e The successful completion of a flowing oil- 
well, in which the Company has a 50% 
interest, in the Swan Hills oil field. (See 
page 4). 


Financial 


Gross operating income of $3,496,000 was 
41% higher than last year. Cash flow increased 
91% to $2,108,000. Net earnings of $424,000 
before extraordinary items were 100% higher 
than the previous year. Net earnings including 
gains on sales of properties were $586,000 
compared with $421,000 last year. 


Drilling 


The Company participated in 26 exploratory 
wells and two development wells. This activity 
resulted in one oil discovery, one development 
oil well and five exploratory gas well comple- 
tions. Eight of the exploratory wells were dril- 
led under farmout arrangements at no cash 
cost to the Company. 


Production 


The Company’s oil and gas liquid production 
in the fiscal year 1971-72 was 569,483 bar- 
rels, compared to 480,268 barrels the previous 
year. This was an increase of 19%. 


CEGO’s net gas production of 9.670 billion 
cubic feet for the fiscal year 1971-72, com- 
pared to 6.804 billion cubic feet during the 
previous year, represented an increase of 42%. 


Exploration 


Your Company is continuing its exploration in 
eastern and central Alberta, where well and 
land costs are reasonable but the potential per 
well is on the low side and in the deeper plains 
and foothills belt where a lower density of 
drilling offers a high potential per well but at 
a much greater cost. The Company is also con- 
tinuing to be active in northeastern British 
Columbia and the Northwest Territories. 


However, the main attention and exploration 
effort, and expenditures, of industry in Canada 
is being focused on regions in the Mackenzie 
Delta—Beaufort Sea, Arctic Islands and off- 
shore East Coast areas. Your Company’s repre- 
sentation in all but the Arctic Islands provides 
interesting and important protection in these 
frontier areas, especially the Beaufort Sea— 
Mackenzie Delta area. Also, the very encour- 
aging reports of ‘giant’ oil discoveries in the 
North Sea offshore provides another area of 
opportunity—an area where the dollars in- 
vested go directly into exploration and drilling 
costs with no bonus land costs involved. Ex- 
posure to the latter type of play may provide 
the Company with a potential participation in 
the world’s changing hydrocarbon market. 
Other areas of the world offering interesting 
opportunities are also under consideration. 


General 


The changing pattern of exploration being ex- 
perienced by the entire industry, as reflected 
by your Company’s exploration program noted 
above, will be aggravated by any form of in- 
creased taxation or governmental restrictions. 
The Government of Alberta is considering 
taxation on petroleum reserves. This additional 
burden, coupled with increasingly difficult ex- 
ploration prospects can only result in a con- 
tinuing decline of industry activity in Alberta. 
This would be unfortunate since discovery of 
the remaining oil and gas reserves is dependent 
on an economic environment which is com- 
petitive with other areas of the world. 


Corporate 


The Management regretfully accepted the re- 
signation of Francis E. Rinehart as Director 
and Assistant Secretary and wishes to express 
sincere appreciation for his valuable contribu- 
tions and efforts on behalf of the Company. 
The Company is pleased to be able to an- 
nounce that Mr. John P. Fitz-Gibbon of New- 
mont Mining Corporation, has been appointed 
Assistant Secretary. 


On May 1, 1972, Canex Gas Ltd., a wholly- 
owned subsidiary company, assigned all its 
assets to the Company and took action to sur- 
render its Charter. On the same date, CEGO 
Minerals Ltd., another wholly-owned subsidiary 
company, also assigned all its assets to the 
Company and was placed in voluntary liquida- 
tion. The purpose of these dissolutions is to 
consolidate all Canadian assets and operations 
under the direct control of the Company and to 
simplify administrative procedures. As the sub- 
sidiary companies being dissolved were previ- 


ously wholly-owned, the rights of the Com- 
pany’s existing shareholders will not be affected 
in any way. 


This year’s breakthrough into new high revenue 
levels is attributable to many years of effort 
by the Company’s staff. The service record of 
18 of the 31 member staff goes back 10 years 
or more. On behalf of Management and the 
shareholders, I wish to thank every employee 
for a job well done. 


On behalf of the Board, 


A Rud 


JN AP Basie 
President 


June la 972 


PRODUCTION 


Oil & Gas Liquids Production 


CEGO’s oil and gas liquids production in the 
fiscal year 1971-72 was 569,483 barrels com- 
pared to 480,268 barrels the previous year. 
This amounted to an increase of 19% and a 
record for the Company. 


Net gas production for the 1971-72 fiscal year 
was also a new production record for the Com- 
pany and amounted to 9.670 billion cubic feet 
which was 42% over the 6.804 last year. 


The Strachan Gas Plant produced at or near 
full capacity for the entire fiscal year thereby 
contributing in large measure to the production 
records. Consideration is being given to con- 
struction of a liquid petroleum gas recovery 
unit which will increase the condensate yield 
from the plant. 


A flowing oil well on 640 acres on the edge of 
the Swan Hills field in which the Company has 
50% interest, was completed during the third 
quarter. Additional activity on this acreage 
block will depend on further geological studies. 
and more production history. 


Negotiations are under way for the unitization 
of the Meekwap oil field during the coming 
year, so that water flooding can be implement- 
ed to enhance recovery and production from 
this reservoir. 


The Company accepted a cash offer for its 
interest in the Glen Ewen secondary recovery 
unit which is one of the oldest water flood pro- 
jects in the Florence-Carnduff oil producing 
field in southeastern Saskatchewan. 


The development and sale of CEGO’s new gas 
reserves in the Provost area will be delayed 
until the National Energy Board ruling related 
to export of gas is modified and prices can be 
obtained which are more comparative with 
other sources of energy. 


Sulphur production amounted to 20,616 long 
tons compared to 5,466 long tons last year. All 
of the Strachan sulphur production and the 
bulk from other areas is being stockpiled until 
an improvement in sulphur market conditions 
develops. 
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Net Oil & Gas Liquids Production by Fields 


(After Royalties) 
(Net Barrels) 

1972 1971 1970 1969 1968 
Wirden=Roseleas Mans sare ranern bela as 152,225 163,147 W722 161,962 148,192 
lorence-@arndult.s Sask eset se Cannes 49,727 58,381 64,580 W352) 79,479 
Swan HillsemAlberta weer ads macnn us eet) a) nt 81,342 84,359 88,088 70,140 57,734 
BionValleyeAlbertaike arse ase cn re bse hse 1s 49,255 41,975 S72 30,681 35,704 
Grossiields Albertayrra bem wt fos ae wha 21,301 20,868 22,025 30,635 37,947 
Virginian riilisaeAlDertaen ar nicwn, maw eo. 21,124 23,899 24,294 2253 17,823 
INorthigates*SaSke sree, ares be) es tie. 8,314 8,638 10,926 14,923 22,536 
Many berries; wAlbertawss ey gon ta sk fe on 7391 7,049 9,754 10,798 12,483 
WOOURRIVeTueN Derta lam ns sees) ce em eue I 2,888 4,368 4,750 5.532 6,178 
Browning-Willmar, Sask. 8 Se alae Rees ee 5,029 6,367 5,705 4,308 A eel | 
SwalwellteAlbertame umes ates © bse = oes a. 2,894 2,895 2,080 1,710 2,295 
LATA A Detter Meru ued os iesoote Te Bodie 7,201 11,763 11,581 == — 
Meekwap, Alberta . RES hs Ae i et 29,095 6435058 — = = 
StrachanweAlbertamins Fre seater Ge) ON fe ee 124,316 27,795 _— — mos 
Other Areas Re Ve While so eae ie Tie aie kaoe a 7,181 12,329 32,535 15,935 11,447 
569,483 480,268 486,192 440,729 443,029 


Net Gas Production by Fields 


(After Royalties) 


(Billion Cubic Feet) 


1972 1971 1970 1969 1968 
Stevevillomewnometests (utes tel Pci N 2S Te 2h. Ipils}s) 1.320 1.690 2.065 2.115 
BINGIOSSHIUR a ee Bese be) co cd wos tele Gn dist, he 1.965 1.923 ALY) Sie 1.706 
BGI 9 Uy ce AD le © Be Ge ets Cie eee Oona 1.491 15933 1.644 1.703 1.395 
Wevobilitn 2. <tc ade 60a gre Ue eae Sar Lomeaicane 0.417 0.393 0.397 0.392 0.348 
WOOGMRIVELE POEs (iw. RESO Ug pan conte hes 0.131 0.173 0.244 0.348 0.276 
AtICE = BULtAlO-JENNEE Via «om | 0)! ee sys 0.107 0.103 0.199 0.287 0.289 
@ountess-Duchessameyer a tect wi lehe cell se. 0.060 0.085 0.085 0.104 0.109 
Basta rossticldseawey sce inw he a) bs ae Ss 0.105 0.110 0.098 0.070 0.019 
Grossiieldi humernsV alleyes Gy. 5 n/a yee 0.050 0.045 0.044 0.039 0.038 
StraChallaasle saree Giles) Soo lee 4.149 1.014 = == = 


OtherZATCas eae seat. eee a fer be) he ye 0.060 0.105 0.221 0.207 0.267 
9.670 6.804 6.779 6.946 6.562 


EXPLORATION & LAND 


ALBERTA 


The Company participated in 26 exploratory 
wells during the past year, eight of these being 
drilled under farmout arrrangements at no cash 
cost to the Company. This activity resulted in 
one oil discovery and five gas well completions. 
Further drilling to evaluate the oil discovery 
at Willow Creek in Alberta is under conside- 
ration. Three of the gas wells are in the Provost 
area. The others at Saddle Lake and Sampson 
in Alberta have been capped pending further 
exploration in the area. 


The Company’s efforts continue in the Deep 
Basin-Foothills area mentioned in last year’s 
report. The two wells drilled in the Lovett and 
Moberley areas in 1971 have been abandoned. 
Acreage in the Pinto area has been dropped 
without drilling. However, the results of an 
additional seismic program in the Nose Creek 
area (140,576 acres, 1242% interest) have 
increased interest in this area. 


NORTHWEST (See ma 
TERRITORIES Mactan Delta) 


The enthusiastic reports regarding the recent 
discoveries in the Mackenzie Delta highlight 
the potential of the Company’s offshore posi- 
tion in this area. Imperial Oil has announced 
an agreement with two U.S. gas companies in- 
volving sale of up to ten trillion cubic feet of 
gas which supports the belief that this area 
will be the first of Canada’s frontiers to be 
linked with the energy markets of North Ame- 
rica. 


Announcements of pooling of technical and 
financial resources of major permit holders in 
the Beaufort Sea leads to expectations of early 
offshore drilling in this region. CEGO com- 
pleted a further 149 miles of seismic shooting 
over the westernmost area of its permit lands. 
The results of this work have indicated struc- 
tural features of sufficient magnitude to war- 
rant additional investigations. Further seismic 
activity is planned for the coming year. 


The Company participated in a 600 mile seis- 
mic program over its acreage in Great Bear 
Lake, which completes the exploratory plans 
for this acreage. 


Another seismic program is planned for 53,- 
000 acres in the Carcajou area, 70 miles north- 
west of the Norman Wells oil field. 


HUDSON BAY 


A reconnaissance seismic program over the 
Company’s offshore acreage in Hudson Bay 
has been conducted by Mobil Oil, thereby 
earning that Company a 50% interest in 2 
million acres. 


Published information indicates that other ope- 
rators plan a renewal of drilling activity in 
this offshore area in 1973. Further plans for 
CEGO’s joint holdings have not yet been for- 
mulated. 


TAGLU WEST nie 
Imperial ( 1 Legend 
MAYOGIAK 


Imperial 
bes @ ONWELL 


aS AY Cee GASWELL 
PARSONS i e x 
Gulf © DRILLING 


EAST COAST OFFSHORE 


No exploration was carried out on the East 
Coast permits during the past year. Four per- 
mits off the Nova Scotia coast were allowed 
to lapse based on results of previous studies. 


NORTH SEA 


The award of two permits (known as 42/15 
and 43/11) in the United Kingdom sector of 
the North Sea to a group in which the Com- 
pany has 10% participation was announced 
December 23, 1971. These permits, totalling 
about 120,000 acres in the southern area of 
the North Sea, lie 40 miles north of the West 
Sole gas field. A seismic program is planned. 


A further award of three blocks totalling ap- 
proximately 165,000 acres in which the Com- 
pany also has a 10% interest, was announced 
March 15, 1972. All three blocks are in the 
potentially oil productive portion of the North 
Sea. Block 21/2 lies 20 miles northwest of the 
Forties field, generally regarded as one of the 
giant oil fields. A second block, 29/6, is 40 
miles northwest of the Auk oil field, also highly 
regarded as a potential major reserve. The 
third block 29/27, is about 40 miles southwest 
of the Auk field. Something of the geological 
structure of these three blocks is known from 
existing geophysical data and a program of de- 
tailed seismic coverage is to be carried out in 
the immediate future. 


LAND AND ROYALTY 


HOLDINGS 


as at April 30, 1972 


Alberta . 
Saskatchewan . 
Manitoba : 
British Columbia 
East Coast 


Northwest Territories . 


Beaufort Sea . 
Hudson Bay . 
North Sea . 


Gross 


946,511 
9,626 
1,370 

36,592 

732,901 

920,565 

824,638 

2,052,430 

285,000 


5,809,633 


ROYALTY INTERESTS 


Alberta . 


Total Alberta 


Saskatchewan . 


Total Saskatchewan 


Manitoba 


Total Manitoba 


Northwest Territories 


Total Royalty and 
Mineral Interests 


Gross 


640 
127715 


318 
161,739 


800 
2,963 


4,410 


220,921 


Net 


365,685 
Took 
370 
11,682 
366,450 
294,674 
412,319 
1,026,215 
28,500 


2,514,432 


Royalty 
Interest 


15% 
Varying 
Interests 

10% 

2% 

2% 


24% 
Varying 
Interests 


Mineral 
Titles 


5% 


5% 
Varying 
Interests 


Y% Mineral 
Titles 


0.34% 


Ee 1°W OF nf \ Pa 3° Ag 


i! oat CANADIAN 
\ EXPORT GAS |. 
. COLIN. = | 


Mont 
ontrose } AS 
Rae a7? 
ABERDEEN ° NO RTH SEA 
; - 2 Legend 
| x e @ GAS FIELD 
if Josephine ®\ © @ Ekofisk @® OIL FIELD 
o ®@Eldfisk COMPANY ACREAGE 
Auk % me . 285,000 Gross 28,500 Net 
as 0 25 50 56° 
‘a 2.4 S SCALE (ee I 14) |S 
\O 
i a Moe: 
[© 
toe 
eins 
| 
| 55° 
| 
| 
Es vig 
esi bd oy bats 
is oO 
eal @ ie 
\ 
\ 54° 
® \ \ 
® West Sole \ oS 


¥ bs Viking \® ® or 


North " 2 
& _ Indefatigable Ai 
Broken %  & K M ‘ 
® \ } 


Bank 
N. Hewett 
@ 


See 
Detailed 
Map 
Page 


{| Carcajou 
1 6,623 Net Acres } 


Hudson Bay 


1,026,215 Net Acres 


LAND HOLDINGS 


Gross Acres Net Acres 
5,809,633 2,514,432 


SCALE IN MILES 
190 


Labrador 
320,475 Net Acres 


oe 


Nova Scotia 
45,975 Net Acres 


CANADIAN EXPORT GAS & OIL LTD. and subsidiaries 


CONSOLIDATED STATEMENT OF 
SOURCE AND DISPOSITION OF FUNDS 


Year ended April 30,1972 
(with comparative figures for 1971) 


1972 1971 
SOURCE OF FUNDS: 
Cash flow from operations (net earnings plus provisions, 
dry holes and abandoned Bee less gan on sale of 
properties) ne the : PR eeear eee $ 2,108,000 $ 1,101,000 
Bank loans) @ iy pind SY ef ee ee ee ee — 693,000 
Proceeds from ay of properties 2 SE PRRs! G4 ae eee 165,000 563,000 
Proceeds trom: sale. of capital stock” (Po  -5 sn ee — 5,000 
TOTAL FUNDS AVAILABLE . $ 2,273,000 $ 2,362,000 
DISPOSITION OF FUNDS: 
Exploration: 
Land acquisition and exploration surveys. . . .. . . $ ~ 375,000 $7 1332,000) 
Increase in work obligation Géposits). 151,000 — 
Wildcat-and ‘stepoutfdrillinia 200) tee nen ee 489,000 483,000 
Development and other expenditures: 
Drilling and equipment of wells. . . . See. Cie 148,000 298,000 
Gas gathering systems, plants and eee sas Nethowroa ss 99,000 1,231,000 
FUNDS INVESTED IN THE COMPANIES. . . . 1,262,000 2,544,000 
Long-term debt reduction: 
Companies’ aoa funds deDen Caress aim.) an ane rare — 111,000 
Bank loans. . sy ies Use Gan Gp Dee ee ae ne 320,000 —— 
TOTAL FUNDS TUSEDO 4 ae eye re ee 1,582,000 2,655,000 
Increase (reduction) ‘in working, Capitalaws) ae eee ee eee 691,000 (293,000) 
$ 2,273,000 


$ 2,362,000 


See accompanying notes 


ir 


Uh 


MILLIONS OF DOLLARS 


a 


MILLIONS OF DOLLARS 


CANADIAN EXPORT GAS & OIL LTD. and subsidiaries 


CONSOLIDATED STATEMENT OF EARNINGS 


Year ended April 30,1972 
(with comparative figures for 1971) 


OPERATING INCOME: 


Oil and gas sales, less royalties . 
Royalty income . AAR: 
Sulphur sales 


Less production expenses . 


Deduct administrative and general expenses . 


Net operating profit before the following . 


OTHER CHARGES, net: 


Share transfer and other shareholder expenses. $ 70,000 
Acreage rentals on non- Pine eg ees : 206,000 
Interest on debentures. . at 1,000 
Interest; other ~~. Ook eae eae 79,000 
Amortization of bond discount . 5 — 
Dry holes and abandoned properties . . . . 964,000 

1,320,000 


Deauetmiscellancous income: 4. 927 ak 21,000 


Net earnings before the following provisions 


PROVISIONS: 
Depletion and amortization. . . . . « « 489,000 
IDE DECCIAtIOM Aotmiony Mia eee ee), Ade, ks 231,000 


Net earnings before extraordinary item . 


EXTRAORDINARY ITEM: 
Gain on sale of property . 


Net earnings (Note 6) . 


Earnings per share (Note 7): 
Earnings before extraordinary item . 


Earnings for the year . 


1972 


$ 3,288,000 
188,000 
20,000 


3,496,000 
711,000 
2,785,000 
342,000 
2,443,000 


1,299,000 
1,144,000 


720,000 
424,000 


162,000 
$ 586,000 


$.05 
$.07 


CONSOLIDATED STATEMENT OF RETAINED EARNINGS 


Year ended April 30,1972 
(with comparative figures for 1971) 


RETAINED EARNINGS, at earn of year . 
Net earnings for year . 


RETAINED EARNINGS, at end of year 


See accompanying notes 


1972 


320,915,000 
586,000 


$ 6,501,000 


1971 


$ 2,307,000 
158,000 
12,000 


2,477,000 
679,000 
1,798,000 
297,000 
1,501,000 


90,000 
249,000 
15,000 
79,000 
8,000 
398,000 


839,000 

33,000 
806,000 
695,000 


343,000 
149,000 


492,000 
203,000 


218,000 
$ 421,000 


$.02 
$.05 


1971 


$ 5,494,000 
421,000 


$ 5,915,000 


CANADIAN EXPORT GAS & OIL LTD. and subsidiaries 


CONSOLIDATED BALANCE SHEET 


April 30, 1972 


(with comparative figures for 1971) 


Assets 


CURRENT ASSETS: 


Cash and deposit receipts . 


Marketable securities (quoted market value 
$83,000; 1971 — $210,000) . 


Accounts receivable 


Inventories of equipment, at the lower of 
cost or net realizable value 


Total current assets . 


REFUNDABLE DEPOSITS AND INVESTMENTS, 
at cost (Note 1) 


FIXED ASSETS, at cost (Note 2): 


Productive properties and equipment . 


Other assets . 


Less accumulated depreciation, depletion 
and amortization . 


Undeveloped properties 


Exploration and preproduction expenditures 
(unamortized) (Note 1) . 


$15,379,000 
130,000 
15,509,000 


6,576,000 
8,933,000 
3,347,000 
12,280,000 


1,549,000 


1972 


$ 650,000 


41,000 
831,000 


37,000 
1,559,000 


467,000 


13,829,000 


$15,855,000 


1971 


$ 187,000 


169,000 
827,000 


50,000 


1,233,000 


316,000 


15,431,000 
122,000 
15,553,000 


6,309,000 


9,244,000 


3,588,000 
12,832,000 


1,574,000 
14,406,000 
$15,955,000 


Liabilities 


CURRENT LIABILITIES: 


Accounts payable and accrued expenses . 

Payments required for debenture sinking funds . 

Bank loans due within one year (secured) (Note 2) . 
Total current liabilities . 


BANK LOANS, net of current portion (secured) (Note 2) 


SHAREHOLDERS’ EQUITY: 


Capital stock: 


Shares of a par value of 16%4 cents each 
Authorized 12,000,000 shares; 


Issued 8,168,577 shares $ 1,362,000 
Contributed surplus 6,434,000 
7,796,000 

Retained earnings 6,501,000 


Approved on behalf of the Board: 
August F. Beck, Director 


John Drybrough, Director 


See accompanying notes 


1972 


323,000 


720,000 


1,043,000 


515,000 


14,297,000 


$15,855,000 


1971 


$ 737,000 
110,000 
562,000 

1,409,000 


835,000 


1,362,000 
6,434,000 
7,796,000 
5,915,000 
13,711,000 


$15,955,000 


CANADIAN EXPORT GAS & OIL LTD. and subsidiaries 


NOTES TO FINANCIAL STATEMENTS = April 30,1972 


1. PRINCIPLES OF CONSOLIDATION: 


The consolidated financial statements include the accounts of all of the company’s subsidiaries 
as at April 30, 1972. All inter-company accounts and transactions have been eliminated in 
consolidation. 


On May 1, 1972 the Canadian subsidiaries (both of which were wholly-owned) were wound 
up and the assets, operations and liabilities were transferred to the parent company. 


In settlement of advances the company has received from a former subsidiary, Bluewater Oil & 
Gas Limited, a 5% convertible floating charge debenture in the amount of $300,000, due in 
varying amounts from 1975 to 1979, which is included in the accompanying balance sheet 
under refundable deposits and investments at the net cost of $159,000. 


Exploration and preproduction expenditures incurred to June 30, 1957 by a subsidiary com- 
pany, Canex Gas Ltd., are being amortized by the unit of production method based on esti- 
mated recoverable gas reserves of that company as at that date. 


2. BANK LOANS: 


Although the bank loans are subject to call on demand, under the agreed terms of repayment 
an amount of approximately $720,000 will be repaid with the next twelve months. These 
loans are secured by certain of the companies’ properties and production proceeds. 


3. CAPITAL STOCK: 


The company has reserved 113,000 shares of its capital stock for stock options to employees 
as follows: 


13,000 shares at $7.15 per share granted to three employees (exercisable one-fifth each 
year commencing February 1, 1969 on a cumulative basis and expiring May 31, 
1973). 


100,000 shares authorized to be granted by the President until June 1, 1976 at the market 
price per share on the day of the grant (exercisable one-fifth each year on a cu- 
mulative basis). At April 30, 1972 5,000 shares had been granted at $4.50 per 
share expiring December 10, 1976. 


4. CONTINGENT ACCOUNT RECEIVABLE: 


In 1967, the company sold an interest in certain non-producing properties for $6,000,000 of 
which $4,000,000 has been received in instalments over the past five years and included in 
the appropriate financial statements. Under the terms of the agreement the remaining $2,- 
000,000 is receivable on or before December 31, 1972, subject to reduction by the amount 
spent by the purchaser, on the company’s behalf, in exploring the joint properties. At April 
30, 1972, the unexpended balance amounted to $1,670,000 and this is not reflected in the 
financial statements as the ultimate balance receivable cannot be determined. 


5. REMUNERATION PAID TO DIRECTORS AND SENIOR OFFICERS: 


Remuneration paid during the year to directors and senior officers amounted to $142,000 (1971 
— $129,000). 


NOTES TO FINANCIAL STATEMENTS ~-Continued 


6. INCOME TAXES: 


For income tax purposes, the companies are entitled to claim drilling, exploration and lease ac- 
quisition costs and capital cost allowances (depreciation) in amounts which may exceed the 
related depletion and depreciation provisions reflected in the accounts. The capital cost allow- 
ances claimed are not significantly different from the depreciation provided in the accounts. 


Drilling, exploration and lease acquisition costs in excess of taxable income may be carried for- 
ward and applied against earnings in future years. At April 30, 1972, no income taxes were 
payable and the companies on a consolidated basis were entitled to carry forward expendi- 
tures estimated to be as follows: 


Drilling, sexploration and lease: acquisition costs'. 4 2). = «lim: $ 1,635,000 
CAaVitalBcOstPAaAvOWAUCESI Ciba end EAU GM ta ph ki cheat $ 2,872,000 


The Accounting and Auditing Research Committee of the Canadian Institute of Chartered Ac- 
countants has recommended that the income tax allocation method of accounting should be 
adopted whereby a provision is made for income taxes based on the earnings reported in the 
accounts. However, management does not believe it is appropriate to provide for income taxes 
deferred as-a result of claims for drilling, exploration and lease acquisition costs insofar as it 
presently intends to continue to incur such expenditures and therefore it is not possible to 
estimate when income taxes will be payable. This view of management conforms with general 
practice in the oil and gas industry and is accepted by accounting authorities outside Canada. 


If the tax allocation basis had been followed for all timing differences between taxable income 
and reported income, deferred income taxes of $240,000 ($77,000 in 1971) would have been 
provided and net income for the year would have been reduced accordingly. The accumulat- 
ed income tax reductions relating to all timing differences in the current and prior years 
amount to approximately $2,926,000 at April 30, 1972. 


7. EARNINGS PER SHARE: 


Earnings per share figures are calculated using the weighted average number of shares outstand- 
ing during the respective fiscal years. Fully diluted earnings per share are not presented as 
there would be no material change. 
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MILLIONS OF DOLLARS 


MILLIONS OF DOLLARS MILLIONS OF DOLLARS 


MILLIONS OF DOLLARS 


TEN YEAR 
STATISTICAL 
SUMMARY 
1963/72. 


PRODUCTION: 


Oil—Annual ...... Cee Se eer ee Pat seo Barrels 
Daily Average": 2.2.8 2 ee Ree eee Barrels 
Gas==sAnnual. Wiese. frend ect Billion Cubic Feet 
Daily Average..................... Million Cubic Feet 

Sul phur— Annalee eee Ee ae ... Long Tons 
DailyeAverateder see 3 ee Long Tons 


EARNINGS: 
Gross operating income less royalties paid .............. 


Production expenses! ee ae a eee ee 
Administrative and general expenses ....................... 
Share transfer and other shareholder expenses ........ 
Acreage rentals on non-producing properties ...._.... 
Interest) and imiscellancouss net == eee = 


Gashetlows trom operations eee 


Dry holes and abandoned properties ...................... 
Other non-cash charges or (income) net ........... 


Net earnings before depletion and depreciation .... 
DepletionsandSdepreciationaey = eee 


Net earnings (loss) before extraordinary items. 
Extraordinary items—gain or (loss) net .......... oes 


PAA AF A FAH FH HHAAH HM 


Net Garnimes: 25 oacecac te cte aet ee 


CAPITAL STRUCTURE: 
Numbervotisharessoutstanding == 
Shareholders equity ...... DO eet ech lsc ask 3 
Bunded debts se eee Jaq dedeot ade ee eee 


Bankanddothersloansis ss eae eee eee we 
(Working capital) or deficiency ............ et on aren 


PA AAA 


Totalscapitalyemp)l oyedi se eee Shy bee 


CAPITAL INVESTMENT: 


Fixed assets, net—beginning of year ........ ee Ste 
Explorations expendittire sss =.= 
Development) expenditures 22s eee ne 
(Abandonments, provisions and adjustments, net) _ 


bixedsassetsnel=—— elds OUEVCa hala =i =.= 
Deferredscharcess nano nhiZe dass ane i: 
Other non-currentyasse (sweet eee eee ee 


Pa AFH AHADm 


SIGNIFICANT RATIOS: 


Nef camings tos etosssealnin isan alae eee » 8 
Gashetlowsto; ross cakninesy.see. aes % 
Operating expenses to gross earnings ................... % 
Net earnings return on capital invested % 
Shareholders’ equity to total capital employed ..... 2 
Cash flows per ‘share. a.) 7.20 fe. ee ee ¢ 
Net earnings before extraordinary items per share .. ¢ 
Net Cannings: per esianes cee an ees ete eee eee ee ¢ 


WELLS DRILLED—GROSS (NET): 


Exploratoryye— Olt veneer ash Se ee > 
GAS’. at Sede die Reet a ered ne eee 
DEV te iene ere eee Z 

Development—Oil 
Gas 
Dry 


Totaly wellsidnilledie ec s 
Total footage drilled ............ RPP e eI Pest 5 sc 5 ; 


LAND HOLDINGS: 


GrOossmachea gene. an eet nde eS cache Mate a 
INGtacrcaye mae Medic Rage dete rosin ee Peele 


OWNERS AND EMPLOYEES: 


Number of shareholders .............. Ric Ad tat Ven ee 
Number of employees ...... Lh Seek a RR the Sees ie 


388,000 
108,000 
964,000 


964,000 


144,000 
720,000 


424,000 
162,000 


586,000 


168,577 


280,000 
549,000 
467,000 


296,000 


480,268 


2,477,000 


679,000 
297,000 
90,000 
249,000 
61,000 


1,376,000 
1,101,000 


398,000 
8,000 


406,000 


695,000 
492,000 


203,000 
218,000 


421,000 


8,168,577 
13,711.000 
835,000 
176.000 
14,722,000 


11,496,000 
1,015,000 
1,529,000 

(1,208,000) 


12,832,000 
1,574,000 
316,000 


14,722,000 


6,006,000 
2,638,000 


12,584 
31 


486,192 


2,419,000 


582,000 
278,000 
98,000 
186,000 
94,000 


1,238,000 
1,181,000 


469,000 
10,000 


479,000 


702,000 
523,000 


179,000 
196,000 


375,000 


8,166,677 


13,284,000 
111,000 
142,000 

(118,000) 


13,419,000 


10,624,000 
993,000 
844,000 

(965,000) 


11,496,000 
1,608,000 
315,000 


13,419,000 


ZA 
178,000’ 


6,530,000 
2,728,000 


10,433 
Bz 


1969 


440,729 


2,420,000 


540,000 
253,000 
73,000 
221,000 
89,000 


1,176,000 
1,244,000 


317,000 
10,000 


327,000 


917,000 
521,000 


396,000 


396,000 


8,141,944 


12,807,000 
453,000 
498,000 

(535,000) 


13,223,000 


8,922,000 

2,096,000 

741,000 
(1,135,000) 


10,624,000 
1,649,000 
950,000 


13,223,000 


16 
5] 
33 
3 
97 
15 
3) 
5 


(0.5) 
(0.1) 
(2.9) 
(0.3) 


14 (9.2) 
1 (1.0) 


33(14.0) 
177,000’ 


5,365,000 
3,264,000 


9,134 
35 


1968 


443,029 
1,214 
6.562 
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2,290,000 


538,000 
281,000 
110,000 
190,000 
147,000 


1,266,000 
1,024,000 


157,000 
10,000 


167,000 


857,000 
557,000 


300,000 


300,000 


8,059,944 


11,694,000 
707,000 
580.000 

(765,000) 


12,216,000 


8,112,000 

1,009,000 

494,000 
(693,000) 


8,922,000 
1,690,000 
1,604,000 


12,216,000 


ils) 
45 
36 
3 
96 
13 
4 
4 


) 
(0.8) 
(—) 
(0.7) 
(0.8) 
(=) 
(253)) 
75,000’ 


2,159,000 
703,000 


8,992 
33 


2,259,000 


498,000 
264,000 
124,000 
175,000 
180,000 


1,241,000 
1,018,000 


515,000 
10,000 


$25,000 


493,000 
591,000 


(98,000) 
3,592,000 


3,494,000 


7,919,769 


10,976,000 
1,033,000 
1,661,000 

(1,233,000) 


12,437,000 


8,500,000 
515,000 
654,000 


(1,557,000) 


8,112,000 
1,729,000 
2,596,000 


12,437,000 


126,000’ 


2,221,000 
1,105,000 


8,586 
33 


403,883 
1,107 
7.945 
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2,337,000 


518,000 
224,000 

74,000 
216,000 
133,000 


1,165,000 
1,172,000 


498,000 
10,000 


508,000 


664,000 
638,000 


26,000 


26,000 


7,828,394 


7,250,000 
1,284,000 
1,768,000 

135,000 


10,437,000 


8,185,000 
692,000 
569,000 

(946,000) 


8,500,000 
1,768,000 
169,000 


10,437,000 


Sealiez)) 
30(14.1) 
129,000’ 


2,698,000 
2,042,000 


7,790 
of 


2,397,000 


438,000 
102,000 

33,000 
124,000 
112,000 


809,000 
1,588,000 
256,000 
(12,000) 
244,000 


1,344,000 
526,000 


818,000 


818,000 


7,828,394 


7,281,000 
1,535,000 
1,667,000 

196,000 


10,679,000 


6,266,000 

2,296,000 

673,000 
(1,050,000) 


8,185,000 
1,812,000 
682,000 


10,679,000 


2,832,000 
2,227,000 


5,022 
38 


2,102,000 


401,000 
103,000 
29,000 
45,000 
129,000 


707,000 
1,395,000 


220,000 
(5,000) 


215,000 


1,180,000 
502,000 


678,000 
542,000 


1,220,000 


7,828,394 


6,464,000 
1,784,000 
226,000 
28,000 


8,502,000 


5,935,000 
571,000 
552,000 

(792,000) 


6,266,000 
1,861,000 
375,000 


8,502,000 


Bo) 
66 
24 

8 
76 


100,000’ 


893,000 
307,000 


5,250 
32 


414,404 
1,135 
5.752 

16 


1,915,000 


418,000 
134,000 
25,000 
47,000 
165,000 


789,000 
126,000 


146,000 
(10,000) 


136,000 


990,000 
502,000 


488,000 


488,000 


7,828,394 


5,243,000 
2,033,000 
537,000 
385,000 


8,198,000 


5,953,000 
328,000 
400,000 

(746,000) 


5,935,000 
1,906,000 
357,000 


8,198,000 


ISeOAD 
63,000’ 


4,336,000 
324,000 


Deh 
31 


20 


AUDITORS’ REPORT TO THE SHAREHOLDERS 


Prat, MARWICK, MiITtcHELL & Co. 
CHARTERED ACCOUNTANTS 


309 EIGHTH AVENUE S.W. 
CALGARY, ALBERTA 


We have examined the consolidated balance sheet of Canadian Export Gas & Oil Ltd. and subsidi- 
aries as of April 30, 1972 and the consolidated statements of earnings, retained earnings and 
source and disposition of funds for the year then ended. Our examination included a general re- 
view of the accounting procedures and such tests of accounting records and other supporting 
evidence as we considered necessary in the circumstances. 


In our opinion, these consolidated financial statements present fairly the financial position of the 
company and subsidiaries at April 30, 1972 and the results of their operations and the source 


and disposition of their funds for the year then ended in accordance with generally accepted 
accounting principles applied on a basis consistent with that of the preceding year. 


Calgary, Alberta r) ¢ 


May 26, 1972 Chartered Accountants 


as a dry hole. The Company drilled and abandon- 
ed a well in the Topland area of central Alberta, 
on lands farmed in from another operator. 


The deep plains well drilled by another com- 
pany at Bottrel, 20 miles northwest of Calgary, 
reached its objective since the end of the report 
period and has been abandoned. CEGO had 
agreed to option certain of its lands in support 
of this well. 


Northwest Territories 


CEGO will be participating in a seismic survey 
this winter in the Carcajou area 20 miles north- 
west of the Norman Wells oil field. Drilling of 
this prospect, if warranted, will probably not be 
undertaken until the 1973-74 drilling season. 


General 


Under provisions of its contracts with Trans- 
Canada PipeLines providing for periodic renego- 
tiation of prices the Company is now having 
discussions with TransCanada covering approxi- 
mately half of its gas. The final conclusion to 
these negotiations could be influenced to some 
extent by the decisions to be reached by the 
National Energy Board as a result of hearings 
now in progress. 


The government of Alberta has announced a 
policy in favour of an increase in the price of gas 
to a level which will reflect its true value as a 
desirable form of energy. Increases presently be- 
ing discussed and contemplated would result in 
significantly greater direct revenues to the people 
of Alberta and to the producers. The possibility 
of such increases has already stimulated an in- 
creased drilling and development program in the 
Province. Actual implementation of a price in- 
crease will further stimulate this activity and 
reflect to the benefit of Alberta and to Canada, 


both directly and indirectly. 


A. FE. Beck; 
President 


November 27, 1972. 


Additional copies of this report may be obtained 
from the Company’s Head Office, 736 - 8th 
Avenue S.W., Calgary, Alberta T2P 1H4. The 


Company does not make any charge for these 
copies, nor does it accept any distribution 
charges from nominees or agents. 


CONSOLIDATED STATEMENT OF SOURCE AND DISPOSITION OF FUNDS 


SOURCE OF FUNDS: 


Cash flow 
Increase in working seis 


TOTAL FUNDS EMPLOYED . 


DISPOSITION OF FUNDS: 
Exploration: 
Land acquisition and exploration surveys 
Wildcat and stepout drilling 


Increase (Decrease) in work obligation dence : 


Development and Other Expenditures: 
Drilling and equipment of wells 


Gas gathering systems, plants and mice laneenet meee 


Long term debt reduction . 
TOTAL FUNDS USED 


Six Months Ended 
October 31 


1972 1971 
$ 902,000 $1,035,000 
6,000 270,000 


$ 896,000 $ 765,000 


$ 236,000 $ 156,000 
115,000 158,000 
(10,000) 145,000 


22,000 20,000 
23,000 85,000 
510,000 201,000 


$ 896,000 $ 765,000 


The above statement has not been audited and is subject to year end adjustment. 


LITHOGRAPHED IN CANADA 
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INTERIM 
REPORT 


OCTOBER 
31st-1972 


CANADIAN EXPORT GAS & OIL LTD. 


TO THE SHAREHOLDERS: 


Financial 


For the six months ended October 31, 1972, 
the Company’s gross income was $1,544,000 
compared with last year’s record $1,700,000 for 
the same period. Cash flow was down 13% to 
$902,000 from last year’s record high, and net 
earnings were $420,000 compared with $597,000 
last year. The decline is related primarily to de- 
creased gas production as explained below. 


Production 


Oil and condensate production for the six 
month period was 289,766 barrels for an average 
of 1,575 barrels per day compared to 277,034 
and a daily average of 1,506 in the comparable 
period last year. 

Gas production was 4.0 billion cubic feet 
for a daily average of 22 million cubic feet per 
day compared to 4.833 billion cubic feet and 26 
million cubic feet per day in the same period last 
year. 

Production from the Bindloss field was shut 
down for the month of July due to an operation- 
al problem. Production from the Hilda field was 
curtailed during the summer months due to repair 
and new construction to the pipe line systems 
servicing this area. And thirdly, last year CEGO 
benefited from exceptionally high gas sales from 
the Strachan field which did not reoccur in 1972. 


Oil and Natural Gas Liquids & Gas Production 
(after Royalties) 
Six Months Ended 


October 31 
1972 1971 


Net Oil and Natural Gas 
Liquid Production—Bbls. 289,766 277,034 


Average per Day—Bbls. Peg 1,506 

Net Gas Production—Bcf. 4.0 4.833 

Average per Day—Mnmcf. 22 26 
North Sea 


Results of the seismic program over the North 
Sea permit blocks are now under study. Of parti- 
cular interest relating to our northern-most block, 
21/2, is proximity of drilling by other operators. 
Total Petroleum spudded a well and ran surface 
casing at a location in the northwestern corner 
of their 21/3 block, 24% - 3 miles from our 
land. The drilling vessel has moved off and ope- 
rations will be resumed at a later date. British 


Petroleums is currently drilling on block 20/10 
about 13 miles west and south of our 21/2. To the 
south Pennzoil is drilling on block 29/24 approxi- 
mately 20 miles east and north of our block 29/27. 


Arctic 


Interpretation of the 200 miles of new seismic 
data in the Beaufort Sea is nearing completion. 
Sun Oil has recently become a partner in this 
project through purchase by them of a net 30% 
interest from Scurry Rainbow. CEGO’s 50% in- 
terest in this acreage remains unchanged. 


The Company has acquired two permits total- 
ling 85,000 acres in the Greely fiord area off 
Ellesmere Island in the Arctic Islands. These 
permits which are entirely offshore, lie 30 miles 
north of the Panarctic Romulus well. 


Alberta 


Unfavourable weather delayed commencement 
of the projected 18,000 foot exploratory well in 
the Nose Creek area of the northwest Alberta 
foothills. The well,. Union et al Nose Creek 


13-32-64-12 W6M, was spudded November 16. 
CEGO’s interest in the well and the adjoining 
14,720 acres is 7.8% for a 5% well cost. In 
addition the Company has 1242% in a further 
130,000 acres of adjacent reservation lands. 


Locations have been staked for CEGO interest 
wells in the Provost and Sunset areas. At Provost 
the Company is a 50% partner in drilling a Vik- 
ing test to earn a net 25% interest in 5,120 acres 
of lease lands. At Sunset CEGO is also 50% 
partner in a Beaverhill test to earn 25% in 3,520 
acres excluding Triassic rights. Options are held 
for additional drilling to earn the same interest 
in all rights covering a further 4,480 acres. 

In the Willow Creek area the second of a four 
well farmout has been spudded and location for 
the third well selected. 


Three exploratory wells reached their objective 
depths during the report period. The first of a 
four well program on Company interest acreage 
in the Willow Creek area, Alberta, has been sus- 
pended as a potential gas producer. In the Win- 
tering Hills area, Alberta, the last of a two well 
farmout of CEGO interest lands was abandoned 


CONDENSED STATEMENT OF EARNINGS 


Oil and gas sales, less royalties . 
Royalty Income as 
Sulphur Sales . 


Production, administrative and 
general Pexpenses = =... 


NET OPERATING PROFIT . 
Interest on loans . : 


Acreage rentals and Miscellaneous, net . 
CASH FLOW Te cok. 
Dry holes and abandoned properties . .. . 
NET EARNINGS BEFORE PROVISIONS 
Provision for depletion and depreciation . 


NET EARNINGS . 


Cash flow . 
Net earnings 


Quarter Ended Six Months Ended 


October 31 October 31 
1972 1971 1972 1971 
$710,000 $785,000 $1,449,000 $1,602,000 
49,000 36,000 83,000 85,000 
7,000 10,000 12,000 13,000 


766,000 831,000 1,544,000 1,700,000 


264,000 244,000 522,000 480,000 


502,000 587,000 1,022,000 1,220,000 
12,000 21,000 27,000 44,000 


32,000 49,000 93,000 141,000 


458,000 517,000 902,000 —- 1,035,000 


95,000, »159;000 167,000 174,000 


363,000 358,000 735,000 861,000 
156,000 =138,000 315,000 264,000 


$207,000 $220,000 $ 420,000 $ 597,000 


Per Share 
6¢ 6¢ 1l1¢ 13¢ 
3¢ 3¢ S¢ 7¢ 


The above statement has not been audited and is subject to year end adjustment. 


